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JUST AND REASONABLE RATE RE- 
TURN EQUITY FOR NATURAL GAS 
PIPELINE COMPANIES AND PUBLIC 
UTILITIES 


Proposed Statement Policy; Correction 
28, 1976. 


Doc. 76-30893, issued October 
15, 1976 and published page 46618 
the issue Friday, October 22, 1976, the 
following changes should made 
page 46618: 

paragraph third line after Foot- 
insert “and sections 205, 206, 301, 
307, 308 and 309 the Federal Power 

Add “49 Stat. 852, 854, 
857, 858, 859; U.S.C. 824d, 824e, 825(a), 
(b) and (c), 825 825g, 825h.” 


KENNETH PLUMB, 
Secretary. 
[FR Filed am] 


[Docket No. 


JUST AND REASONABLE RATE RE- 
TURN EQUITY FOR NATURAL GAS 
PIPELINE COMPANIES 
UTILITIES 

Supplementary Information Relating Ap- 
pendix Notice Proposed Statement 
Policy 

NOVEMBER 1976. 
This the supporting data and algo- 
rithms response requests for the 


exact methodology used arrive the 
illustrative “Estimates the Annual 
Mean Cost Equity Capital for the Elec- 
tric Utility Industry (Ap- 
pendix, 15). This document refers 


46618, October 22, 1976. 
KENNETH 
Secretary. 
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List companies and CUSIP codes 
Primary data: 


Market 2-1 

Market 2-2 

Adjustment factor (cumula- 


Common shares 2-4 
Common dividends paid per 


2-6 
Computed statistics: 
Average market 3-1 


Average book value per 3-2 
Growth rate book value per 


share—actual 3-3 
Growth rate book value per 
share—smoothed 


Dividends per share—smoothed 3-5 
Dividends per share—smoothed 
Cost equity capital estimates: 
Using actual dividends per 


Using smoothed dividends per 
Using smoothed forecast divi- 
dends per 4-3 
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List Companies and CUSIP Codes 


CUSIP 


59165 BALTIMCRE GAS ELECTRIC 
154051 CENTRAL MAINE 
172076 CINCINNATI GAS ELECTRIC 
DAYTON PCWER LIGHT 
UTILITIES 
PACIFIC GAS ELECTRIC 
144141 CARCLINA POWER 
JETRCIT 
341099 POWER CORP 
455434 POWER LIGHT 
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DEFINITIONS 


Exh. No. 
PRIMARY DATA 


(2-1) MARKET PRICE HIGH ($) 


The highest transaction price during 
the year for companies national 
stock exchanges and bid prices for over- 
the-counter issues. 


SOURCE: Investors Management Services, Inc. 
(IMS, Inc.) 


(2-2) MARKET PRICE LOW 


The lowest transaction price during the 
year for companies national stock 
exchanges and bid prices for over-the- 
counter 


SOURCE: IMS, Inc. 
(2-3) ADJUSTMENT FACTOR (CUMULATIVE) 


Ratio used adjust per share data 
well share data for all stock splits 
and stock dividends that occur subsequent 
the end given fiscal year. These 
factors, applied data for earlier years, 
effect convert data into terms the 
current share units. 


SOURCE: IMS, Inc. 


(2-4) COMMON SHARES OUTSTANDING (THOUSANDS) 


The net number common shares outstanding 
year-end excluding treasury shares and 
scrip. Shares paid stock dividends are 
included where the ex-dividends date falls 
within the year and the payment date within 
the next year. 


SOURCE: IMS, Inc. 
(2-5) COMMON EQUITY REPORTED MILLIONS) 


Common Stock 
Capital Surplus 
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Includes: Premium Stock 
Other Paid Capital 
Retained Earnings (includes reserves 
for 

Installments Capital Stock 

Preferred Stock Premiums (including 
subsidiary preferred 
Stock premium) 


Specifically Excludes: Common Treasury 
Stock 
Common Stock 
Expense 


SOURCE: IMS, Inc. 


COMMON DIVIDENDS PAID PER SHARE ($) 


Dividends Per Share represents the cash 
dividends per share paid during the 
reporting period, adjusted for all stock 
splits and stock dividends that occurred 
during the period. excludes payments 
preferred stock lieu cash, spin- 
offs, and stock other corporations. 
Any extra dividend going ex-dividend 
during the period will included 
dividends per share. 


SOURCE: IMS, Inc. 
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Exh. No, 


COMPUTED STATISTICS 


(3-1) AVERAGE MARKET PRICE ($) 


where 


AMP 
MPL(t) 
(t) 


Average Market Value Per Share 
Market Price High 

Market Price Low 

Adjustment Factor 


(3-2) AVERAGE BOOK VALUE PER SHARE ($) 


ABVPS(t) SO(t) AF(t) AF(t-1) 


where 


(t) 
(t) 
(t) 


Average Book Value Per Share 
Common Equity Reported 
Shares Outstanding 
Adjustment Factor 


GROWTH RATE BOOK VALUE PER SHARE ACTUAL (%) 


where 


Growth Rate 


Book Value Per Share 


(3-4) GROWTH RATE BOOK VALUE PER SHARE SMOOTHED 


1965 
t=1958 


1975 


where 


moothed Growth Rate 


SGBV(t) 
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SOURCE: Hillier, F.S. and Lieberman, G.J., 
Operating Research, San Francisco, 
Calif.: Holden-Day, Inc., Second 


Edition (1974), pp. 523-525 


DIVIDENDS PER SHARE SMOOTHED 


Step 


Define 


LDPS(1960) 


where 

LDPS(t) 

DPS (t) Dividends Per Share Actual 
Step 


For years 1961 through 1975, the above variables 
are calculated recursively follows: 


“a 


general, 


aA 


SLOPE(t-1)] 


where 
Smoothing parameter for base 
Smoothing parameter for slope 
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Step 


The dividends per share series 
the antilog the series, 


DPSS(t) for t=1960, 1975 
where 
DPSS(t) Dividends Per Share Smoothed 


SOURCE: Ibid, pp. 525-526 
(3-6) DIVIDENDS PER SHARE SMOOTHED FORECASTS 
Substitute for Step (above): 


for t=1960, 1975 


where 


DPSSF(t) Dividends Per Share Smoothed Forceasts 
SOURCE: Ibid, pp. 525-526 
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COST EQUITY CAPITAL ESTIMATES 


USING ACTUAL DIVIDENDS PER SHARE 


For individual companies, 


where 

COECA(t) Cost Equity Estimate 
(Using Actual DPS) 

DPS (t) Dividends Per Share Actual 

AMP (t) Average Market -Price 

SGBV (t) Growth Rate Book Value Per 


Share Smoothed 
The Sample Means are estimated as: 
4 
1 
where subscript denoting sample companies. 


The Standard Deviations the Means are estimated 
by: 


23x24 
The Lower Confidence Limits (LCL) are defined as: 
where 
the 97.5% cutoff point the Student's 
t-distribution with degrees 
freedom 2.069 


The Upper Confidence Limits (UCL) are defined 
similarly as: 


UCL(t) MEAN(t) [STDEV(t)] 
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(4-2) USING DIVIDENDS PER SHARE (%) 


For individual companies, 


where 


COECS(t) Costing.Equity Capital Estimate 
(Using "Smoothed" DPS) 


DPSS (t) Dividends Per Share Smoothed 


The Sample Means, Standard Deviations, and 
Confidence Intervals are calculated above. 


(4-3) USING "SMOOTHED DIVIDENDS PER SHARE (%) 


For individual companies, 


where 
COECSF(t) Cost Equity Capital Estimate 
(Using DPS) 
DPSSF (t) Dividends Per Share Smoothed Forecasts 


The Sample Means, Standard Deviations, and 
Confidence Intervals are Calculated above. 
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